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IBRD Loans to Finland and Nicaragua 


Loan to Finland 


The International Bank for Reconstruction and De- 
velopment on May 22 made a loan equivalent to US$15 
million for the expansion and distribution of electric 
power in Finland. More than half of the joan will be 
in European currencies. It will help to finance three 
hydroelectric and two thermal power plants with a com- 
bined generating capacity of 344,000 kilowatts and 235 
miles of transmission lines. All the plants will become 
part of the integrated power system which supplies most 
of Finland’s power to the main consuming centers. This 
is the sixth loan made by the Bank in Finland, and brings 
the total lent there to $65.3 million. The earlier loans 
were mainly for the expansion of the wood products 
industry and electric power. 

The New York Trust Company is participating in the 
new loan, without the World Bank’s guarantee, to the 
extent of $280,000, representing the first maturity which 
falls due June 1, 1959. 

The loan was made to the Mortgage Bank of Finland 
Oy, a new institution owned almost entirely by the Bank 
of Finland. The Mortgage Bank will relend the proceeds 
of the loan to the enterprises carrying out the projects 
as follows: $6.2 million to Kemijoki Oy, a publicly 
ywned power company; $3.8 million to Imatran Voima 
Oy, a publicly owned power company; $2.6 million to 
the City of Helsinki; $1.2 million to Kaukas Ab, a pri- 
vately owned wood products company; and $1.2 million 
to Pargas Kalkbergs Ab, a privately owned cement com- 
pany. The two power companies, Kemijoki and Imatran 
Voima, have under way a continuing scheme for the 
exploitation of water-power resources in Northern Fin- 
land and the transmission of the power to the more 
populous and industrialized south. The $6.2 million allo- 
cation will assist Kemijoki in financing two new hydro- 
electric power plants, with a combined capacity of 220,000 
kilowatts, on the Kemi River in Lapland. Both plants will 
be completed in 1960. Imatran Voima will use its allo- 
cation of $3.8 million to complete the construction of a 
transmission line and related works that it is building to 
carry power produced at the Kemijoki plants to con- 
sumer centers in Southern Finland. The third hydro- 
electric plant to be built with the help of the Bank loan 
will be undertaken by Kaukas Ab, which will construct 
a 22,000-kilowatt plant on the Pielis River at Kaltimo 
in Eastern Finland. Both the City of Helsinki and 
Pargas Kalkbergs are constructing thermal power plants. 
The Helsinki plant, with a generating capacity of 75,000 


kilowatts, will come into operation by November 1959; 
and the 27,000-kilowatt plant of Pargas Kalkbergs, on 
the island of Pargas near Turku in Southwest Finland, 
will be completed in the second half of 1958. 

The total cost of the six projects is estimated at the 
equivalent of about $103 million. The Bank’s loan of 
$15 million will meet most of the foreign exchange 
requirements; it will pay for the importation of turbines, 
generators, switchgear, transformers, and other equip- 
ment and materials. The loan is for 20 years and 
bears interest of 4%4 per cent per annum including the 
statutory 1 per cent commission charged by the Bank. 
Amortization will begin June 1, 1959. The loan is guar- 
anteed by the Government of Finland. 


Loan to Nicaragua 


The World Bank on May 22 made a loan of $3.2 mil- 
lion to improve the port of Corinto, Nicaragua’s most 
important seaport. The loan will help pay for the con- 
struction of a new quay, transit sheds, and modern cargo- 
handling equipment. These improvements will eliminate 
the present serious delays encountered by shipping at 
Corinto, and. will enable the port to handle increasing 
trafic. The entire project is expected to be completed in 
the latter part of 1959. The total cost, including the cost 
of imported materials and services being financed by the 
Bank’s loan, is estimated at the equivalent of $4.5 million. 
The loan was made to the Corinto Port Authority, a new 
autonomous agency established by the Government to 
own and operate the port. The Board of Directors of the 
Authority includes representatives of agricultural, com- 
mercial, and shipping interests and of the Government. 

The Bank of America of San Francisco is participating 
in the loan, without the World Bank’s guarantee, to the 
extent of $121,000. This amount represents the first two 
maturities, due in October 1959 and April 1960. 

The Bank’s loan is for a term of 20 years and bears 
interest of 434 per cent per annum including the statu- 
tory 1 per cent commission charged by the Bank. Amor- 
tization will begin October 1, 1959. The loan is guaran- 
teed by the Government of Nicaragua. 

This is the ninth loan the Bank has made in Nicaragua 
and brings its total lending there to $21,400,000. The 
other loans were for agricultural, power, and highway 
projects. 

Sources: International Bank for Reconstruction and De- 
velopment, Press Releases, Washington, D.C., 


May 22, 1956. 
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U.K. Credit Squeeze and the Sterling Area 


An article in the National Bank of India Review, ana- 
lyzing the effects of the U.K. “credit squeeze” on other 
parts of the sterling area, points out that half of the world’s 
trade is transacted in sterling and that the United King- 
dom’s prosperity still depends in large part on the avail- 
ability of cheap and abundant credit which the London 
money market has traditionally been able to provide for 
its partners in the sterling area. The credit squeeze means 
that borrowing in London, whether for domestic or over- 
seas use, is more expensive than it was in the long period 
of cheap money, which has been an outstanding charac- 
teristic of the postwar years. 


For the sterling area countries, dearer money will 
raise the cost of current commercial transactions financed 
by credit raised on the London money market, but this 
will be compensated in part by the higher interest rates 
earned by funds left there on deposit. India, for instance, 
invests part of its sterling balances in U.K. Treasury bills, 
and the recent advance in rates must make a favorable 
difference in its earnings from such investment. Over 
recent years there has been a steady increase in the 
sterling holdings of the colonial governments and market- 
ing boards, and the extent of their gain will depend on 
the investment pattern of their funds. The net result, 
however, will also depend on the fall in the gilt-edged 
market values. 


The direct effect of the credit squeeze is seen in the 
results of the new Kenya issue of 5 per cent 1986 bonds 
at 96 at the very moment that the bank rate in London 
was raised to 54% per cent. It is also seen in the India 
steel loan: the most difficult part of the negotiations for 
U.K. participation in the third new Indian steel mill 
turned on the question of credit, and the solution ulti- 
mately reached involved bankers’ participation to the 
extent of less than half—the Government providing the 
remainder—of the total of £26.5 million of foreign 
exchange expenditure for which the United Kingdom 
assumes responsibility. 


The article notes that financial writers are beginning 
to question whether it is within the present capacity of 
the United Kingdom to sustain a heavy program of over- 
seas investment. The overseas capital investment pro- 
gram to which the United Kingdom is already committed 
runs into sizable proportions. Government and commer- 
cial loans raised in the London market by Commonwealth 
countries have averaged £55 million annually in the past 
five years. Under the Colombo Plan, £42 million of ster- 
ling balances is released each year to India, Pakistan, 
and Ceylon. The United Kingdom has contracted to 
release annually £20 million of blocked sterling to Egypt 
for the next five years and has made a down payment of 
£5 million in connection with the Aswan Dam. For the 
£23.5 million of foreign exchange needed for the new 
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Indian steel works—in addition to the £26.5 million that 
the United Kingdom is committed to provide—it is un- 
derstood that India will draw upon its sterling balances, 
with the option to replenish the till by later borrowing in 
the London market at a more propitious moment. The 
Colonial Development Corporation has in hand projects 
calling for an outlay of about £10 million per annum. 
Large new development schemes have been decided upon 
in Rhodesia and the Gold Coast at a capital cost of more 
than £200 million, of which the U.K. share will be prob- 
ably not less than one quarter. Direct U.K. investment in 
Canada has been running at the rate of over £40 million 
per year in recent years. Service of the U.S. and Cana- 
dian loans calls for the payment of $188 million every 
year, and overseas military expenditure averages about 
£150 million annually. 


It is part of the purpose of the credit squeeze to divert 
resources from domestic consumption to profitable em- 
ployment overseas. This may take some time to accom- 
plish, and in the period of transition it is inevitable that 
credit for operations overseas will suffer some of the 
consequences of the squeeze. The heaviest consequences 
of the squeeze will be felt in the United Kingdom itself, 
but the residual effects will almost certainly percolate 
through to the outer rim of the sterling area and beyond. 


Source: The National Bank of India Review, London, 
England, April 1956. 


Europe 


Long-Term Energy Requirements in France 


The French Minister for Industry and Commerce has 
indicated that, on the basis of an annual increase of 4.2 
per cent in the national income for the next 20 years, 
total energy requirements for France would increase from 
the equivalent of some 110 million tons of coal, the pres- 
ent figure, to some 230 million tons in 1975. Production 
of solid fuels in France could be raised from 57 million 
tons annually (1955 production) to 70 million tons. 
Hydroelectric power could be doubled from the present 
27 billion kwh to 60 billion kwh, of which 17 kwh could 
be tidal energy. The current production of liquid fuels 
and natural gas is small, but known reserves of crude oil 
in Parentis (in the Landes region) are estimated at 
30 million tons and those of natural gas at Lacq (also 
in the Landes region) at 100 billion cubic meters. 


The Minister concluded that France would have a 
shortage of energy in the next two decades, He believes, 
however, that there are several ways of solving the prob- 
lem. First, technological changes leading to a lower con- 
sumption of energy per unit of production should be 
stimulated. Substantial savings could be made in domes- 
tic fuel consumption and in the coordination of the vari- 
ous modes of transportation. Second, prospecting for 
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petroleum should be stimulated, since there are indica- 
tions that important new sources of oil and natural gas 
could be discovered. Third, research and investment in 
atomic energy should be promoted vigorously. France 
expects to produce 1.5-2 billion kwh of atomic energy 
by 1965, and to increase such output sharply after 1965. 
Source: Le Monde, Paris, France, May 8, 1956. 


Economic Policy in Belgium 


The Belgian Government has expressed some concern 
about the slow and continuous upward pressure on prices. 
The Ministry of Economic Affairs recently attempted to 
prevent unjustified price increases by requiring that 
enterprises give the Ministry ten days’ advance notice 
when proposing to raise prices for a large number of 
specified commodities. It had also fought the trend 
toward higher distribution margins. In one specific case, 
it had used its powers to fix maximum prices, and it was 
determined to go further along this line if necessary. 
Those measures had had some effect in slowing down 
the increase in prices—retail prices had increased by only 
1.5 per cent since April 1954—but confronted with con- 
tinuous upward pressure on prices as well as with wage 
increases, the Government had decided to take the fol- 
lowing additional measures. 

A more selective policy will be followed in granting 
low interest rate credits extended or guaranteed by the 
Government, so as to reduce demand for investment goods. 
Credits to industries in regions of severe unemployment 
will not be affected, but credits to sectors able to develop 
with their own resources and to building will be re- 
stricted. In order to prevent price increases resulting 
from shortages in manpower, particularly in the build- 
ing industry, an effort will be made to attract foreign 
labor, and the Government will increase its efforts to 
train unskilled unemployed persons. Furthermore, the 
Government will examine the possibility of using new 
techniques that would make it possible for construction 
to be carried on during the winter months. The Govern- 
ment’s public works program will be spread over a 
longer period of time by postponing nonessential proj- 
ects. Compensatory import taxes on a number of products 
will be abolished in order to stimulate imports and in- 
crease competition. 

When announcing these measures, the Government 
expressed the hope that they would prove successful, but 
warned that it would not hesitate to take more drastic 
measures if required. It added that the present boom 
tended to hide the fact that Belgian prices are too high, 
compared with those of foreign competitors, and that the 
competitiveness of the Belgian economy is not assured 
for the future. This is especially important, since Belgium 
needs to export about 40 per cent of its production. 
Source: Agence Economique et Financiére, Brussels, Bel- 

gium, May 8, 1956, 


Legal Value and Gold Cover for Belgian Franc 


The Belgian Government has decided to submit to Par- 
liament a bill defining the legal value of the Belgian franc 
in terms of gold and requiring the National Bank to 
cover a minimum of one third of its sight liabilities in 


gold. 


Since May 1, 1944, the Belgian franc has not had a 
gold value defined by law. It is now proposed that its 
value be defined by law as equal to 0.0197482 grams of 
90 per cent fine gold. This corresponds to the par value 
agreed with the International Monetary Fund of 0.0177734 
grams of fine gold which has been in force since Sep- 
tember 21, 1949. A consequence, and at the same time 
a purpose, of defining the gold value of the Belgian 
franc by law is that changes in it which formerly could 
be made by Ministerial decision will henceforth require 
Parliamentary approval. Until this requirement was sus- 
pended on May 1, 1944, the National Bank was required 
by law to cover a minimum of 40 per cent of its sight 
liabilities in gold or convertible exchange and a minimum 
of 30 per cent in gold. The legal cover now proposed is 
exclusively in terms of gold. The National Bank should 
have no difficulty in satisfying the proposed gold cover 
requirement. On May 9, 1956 its gold holdings amounted 
to BF 47,693 million (US$954 million), or 43.5 per cent 
of its sight liabilities of BF 109,661 million ($2,193 mil- 


lion). 


Source: La Libre Belgique, Brussels, Belgium, May 19, 
1956. 


Economic Situation in Denmark 


The net foreign exchange position of Denmark im- 
proved by DKr 109 million during the first three months 
of 1956. Beginning in April, however, reserves began 
to decline rather sharply, and in the period from April 1 
to May 15 net central bank reserves fell by DKr 126 mil- 
lion. Strikes in April resulted in agreements that increased 
wages by about 2-3 per cent. Moreover, in recent months 
prices received for agricultural products, mainly butter 
exported to the United Kingdom and West Germany, have 
fallen sharply. 


The Governor of the National Bank, in a recent speech, 
reviewed the economic situation and emphasized that no 
relaxation of the tight monetary and fiscal policy is pos- 
sible at present. The increase in wages has meant another 
step up the ladder of inflation. It will become more diffi- 
cult to sell Danish goods abroad, and imported goods 
will become more competitive with home-produced goods. 
Both factors increase the pressures on foreign exchange 
holdings and create dangers for the future level of em- 
ployment. The more contractive economic policies pur- 
sued in various EPU countries will add to the competi- 
tion abroad, both in the EPU area and in other countries. 
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The Governor warned against assuming that the increase 
in foreign exchange reserves would necessarily continue. 
Although the total of government accounts with the Na- 
tional Bank has remained unchanged since July 1955, the 
Governor fears that this situation may not continue since 
the Government needs to borrow DKr 650 million and it 
is doubtful that the long-term market will be able to 
supply the funds. The Governor stated that, if it should 
be possible for a short period to maintain the standard 
of living at a level no higher than the present and thereby 
add to the foreign exchange reserves, it would be possible 
later to relax the tight monetary policy, including the 
high level of interest rates, thus providing the basis for 
needed productive investments. 

Source: Politiken (Weekly Overseas Edition), Copen- 

hagen, Denmark, May 13-19, 1956. 


Finnish Budget 


As a result of loss of revenue during the general strike 
in Finland early this year (see this News Survey, 
Vol. VIII, p. 302) and increased wage expenditure, the 
budget deficit for 1956—which in January had been esti- 
mated at Fmk 10 billion—is now estimated at Fmk 20 
billion. The Government therefore has proposed to Par- 
liament increases in the sales tax for textiles and books, 
in certain taxes and charges on the railroads, and in the 
price of alcoholic beverages. These measures, if passed, 
are expected to yield an increase of Fmk 6.5 billion in 
revenue this year. 

Furthermore, the Government has taken certain other 
measures to reduce expenditure and to increase revenue. 
The Price Equalization Fund has reduced its subsidy on 
gasoline by Fmk 7 per liter, and the price of gasoline 
will rise to Fmk 42 per liter. The price equalization 
duty on petroleum has been increased by Fmk 4, and the 
price will rise to Fmk 25 per liter; and that on margarine 
has been raised so that the price will increase from 
Fmk 200 to Fmk 236 per kilogram. The tariff on crystal- 
lized sugar has been increased from Fmk 26 to Fmk 46 
per kilogram, and the retail price from Fmk 60 to Fmk 84. 
Finally, the subsidies on milk used for cheese will be 
abolished. As a result of all these measures, it is ex- 
pected that the estimated budget deficit may be reduced 
by about Fmk 7 billion. 


Source: Hufvudstadsbladet, Helsinki, Finland, April 28, 
1956. 


Improvement in Italian Foreign Trade 


The value of Italian exports increased from Lit 255 
billion (US$408 million) in the first quarter of 1955 to 
Lit 312 billion (US$500 million) in the first quarter of 
this year. The value of imports increased by a smaller 
amount—from Lit 414 billion ($662 million) in the first 
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three months of 1955 to Lit 459 billion ($735 million) 

this year. Therefore, the trade deficit this year, at Lit 147 

billion, was about 7 per cent below that in the first 

quarter of 1955. 

Sources: Economic News from Italy, New York, N.Y., 
May 1956; Neue Ziircher Zeitung, Ziirich, 
Switzerland, May 16, 1956. 


Recent Trends in West German Banking 


Drafts of three laws affecting the West German central 
bank (Bank deutscher Lander) and the country’s three 
great commercial banking groups, the Deutsche-Bank- 
Gruppe, the Dresdner-Bank-Gruppe, and the Commerz- 
bank-Gruppe, are now in the final stages of negotiation 
and revision by the Federal Ministries concerned. They 
are expected to be acted upon by the Federal Parliament 
during the second half of the current legislative year. 
The Bundesbankgesetz (a law providing for the constitu- 
tion of a permanent central bank for the Federal Repub- 
lic), the Reichsbank-Liquidationsgesetz (a law providing 
for the final liquidation of the prewar central bank), and 
the Gesetz iiber Wiederzusammenschluss der Grossbanken 
(a law providing for the reconcentration of three of the 
great prewar commercial banks), have been under debate 
and preparation for several years (see this News Survey, 
Vol. VIII, pp. 264 and 288). 

In the recent annual reports of the three large commer- 
cial banks, an increase in stock dividends from 9 per 
cent to 10 per cent was announced. This was in conjunc- 
tion with decisions taken by the individual Boards of 
Directors of the three banks to authorize significant in- 
creases in capitalization, reflecting their plans for the 
reconcentration of these banks. The 
Deutsche-Bank-Gruppe, the Dresdner-Bank-Gruppe, and 
the Commerzbank-Gruppe are the so-called successor in- 
stitutions of three of the prewar Grossbanken, the 
Deutsche Bank, the Commerzbank, and the Dresdner 
Bank. 


The capital of the Deutsche-Bank-Gruppe will be in- 
creased from DM 150 million to DM 200 million, of 
which the Rheinisch-Westfilische Bank and the Siid- 
deutsche Bank will be capitalized at DM 80 million each, 
and the Norddeutsche Bank at DM 40 million. The 
Dresdner-Bank-Gruppe will increase its capital from 
DM 93 million to DM 124 million. This means an in- 
crease in the capital of the Rhein-Ruhr Bank and the 
Rhein-Main Bank to DM 48 million each, and in that of 
the Hamburger Kreditbank to DM 28 million. Plans are 
under way in the Commerzbank-Gruppe for an increase 
in the capital of the Commerz-und-Disconto-Bank to 
DM 30 million. Of the other members of this group, the 
capital of the Commerz-und-Credit-Bank is DM 20 mil- 
lion, and that of the Bankverein Westdeutschland is DM 60 


million, 


forthcoming 
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The three prewar banks had extensive branches in West 
Germany; after the war, business was resumed by these 
branches on a limited individual basis, pending decision 
as to the future development of the German banking 
system. The value of their assets was seriously impaired 
by the war, and reconstruction of the banks in their 
previous integrated form was considered by the Occupy- 
ing Powers to represent too great a concentration of 
financial power. They were subjected to a process of 
liquidation and deconcentration, culminating in the 
Grossbankgesetz of March 1952. This law, enacted after 
three years of study and negotiation between the U.K., 
U.S., and French Governments and the German Admin- 
istration, provided for the liquidation of the old Gross- 
banken and the establishment of successor institutions. 


To establish and limit the scope of operations of the 
successor institutions, West Germany was divided into 
three regional banking areas, each composed of several 
adjoining states: (1) Bremen, Hamburg, Lower Saxony, 
and Schleswig-Holstein; (2) Northrhine-Westphalia; 
(3) Baden-Wiirttemberg, Bavaria, Hesse, Rhineland- 
Palatinate. 
engaged principally in deposit banking and the granting 
of short-term credits might operate branches in any one 
of these three regions. The assets and liabilities of the 


The law provided that credit institutions 


old Grossbanken were transferred to the successor insti- 
tutions, and liabilities were assumed by the successor 
institutions in proportion to their assets. Holdings in each 
of the successor institutions were transferred to the 
shareholders of the old Grossbanken in proportion to 
their share in the capital of the old institutions. The old 
Grossbanken were then allowed to engage in banking 
transactions only for the purpose of liquidation. 


At that time, the West German Government agreed 
that no steps would be taken toward reconcentration of 
these banks for at least three years. Because of the 
phenomenal growth of the German economy during the 
past five years and the demands placed on it by rearma- 
ment, leading banking, industrial, and government circles 
feel that the time has now come for a greater concentra- 
tion of banking activities to facilitate the flow of credit. 


The new law will contain no specific provisions on the 
form of any future integration, and the banks will be 
able to operate in all parts of West Germany. However, 
reconcentration will not apply to the Berlin subsidiaries, 
which will keep their legal independence and their names. 


Whether the new reintegrated banks will resume their 
prewar names in their prewar forms poses a particularly 
complicated problem, since under German law the pre- 
war Grossbanken have not ceased to exist as legal en- 
tities, and their shares are traded on the stock exchange 
as Grossbanken-Restquoten. If the successor institutions 
were to resume the prewar names, they would have to 
take over these old shares in some form or other. This 
might place too great a strain on the financial structure 
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of the successor banks, and it would raise the complex 
question of disposition of shares still held in the Soviet 
Zone. It is therefore considered likely that the successor 
banks will take new names. 


Source: Bulletin of German Federal Government, Bonn, 
Germany, April 26, 1956. 


Greek Monetary and Credit Policy 


A series of measures in the monetary and credit fields, 
recently announced by the Greek Government, are de- 
signed to accelerate the growth of bank savings deposits, 
improve conditions in both the banking and nonbanking 
markets, and create the prerequisites for the development 
of a capital market. Effective May 1, the maximum inter- 
est rate on bank savings deposits has been raised from 
7 per cent to 10 per cent per annum for deposits up to 
Dr 100,000 and to 8 per cent per annum for deposits 
between Dr 100,001 and Dr 200,000. The maximum rate 
on time deposits for a period longer than six months 
has been fixed at 10 per cent a year; in addition, subject 
to government approval, commercial banks may intro- 
duce special lotteries in favor of owners of deposits of 
more than six months and which do not exceed Dr 100,000 
per depositor. The maximum interest rate on check 
deposits (sight deposits) remains unchanged at 7 per 
cent per annum. To cover the increase in interest pay- 
ments on savings and time deposits, the maximum bank 
interest rate on credits and advances has been raised 
from 9 per cent to 10 per cent and the bank commission 
from | per cent to 2 per cent per annum. Thus, the effec- 
tive bank interest rate has been raised from a maximum 
of 10 per cent to 12 per cent. Preferential interest rates, 
such as those on credit to agriculture, handicrafts, and 
the export and tobacco trade, remain unchanged. The 
interest rate on advances of the Bank of Greece to the 
Agricultural Bank is reported to have been lowered from 
1.5 per cent to 1 per cent per annum. 


Commercial banks’ minimum reserve requirements 
have been reduced substantially. The obligation of banks 
to maintain a reserve with the Bank of Greece equal to 
25 per cent of the deposits of public entities has been 
abolished, and the 12 per cent reserve requirement for 
their private deposits has been reduced to 8 per cent. 
Any deposits of public entities with the Bank of Greece 
not invested in securities of semigovernment corporations 
or in Treasury interest-bearing bills will be placed at the 
disposal of commercial banks. Furthermore, commercial 
banks will no longer have to deposit with the Bank of 
Greece an amount equal to 40 or 50 per cent of the 
increase in their private deposits, to be used for specified 
purposes, such as credit to handicrafts, the export trade, 
and tobacco trade. Instead, the Currency Committee 
will determine the extent (in percentage terms) to which 


commercial banks should utilize their own resources for 
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such purposes; if the resources thus earmarked are 
wholly utilized, commercial banks may supplement them 
by borrowing from the Bank of Greece at an interest 
rate of 5 per cent per year. The Bank of Greece will 
rediscount the total value of industrial bills at an interest 
rate | percentage point less than the normal bank rate 
on credits and advances; two rediscount ceilings for each 
bank will be determined by the Currency Committee, one 


permanent and the second subject to change in the light 
of prevailing conditions. 


Moreover, commercial banks 
have been authorized to make such drafts on the Bank 
of Greece as to establish, in extraordinary cases, provi- 


sional debit balances in their current account with the 
Bank, at an interest rate which at first would equal the 
commercial bank interest rate on credits but which would 
subsequently be raised. 

The ‘Government also announced that ¢redit restric- 
tions would be relaxed in certain lines. Exporters of 
certain commodities will be financed for a longer period 
than formerly; the ceiling for credit to domestic trade 
will be raised; imports of basic foodstuffs will be freed 
from any credit restriction, a step which will indirectly 
raise the credit ceiling for other imports; and industrial 
or commercial enterprises experiencing serious difficul- 
ties of a temporary character may be granted, with the 
approval of the Credit Subcommittee, short-term (15 
days) credit facilities four or five times a year. 


Subject to government approval, enterprises may raise 
on the nonbanking market medium-term funds for pro- 
ductive investment through the issue of 18-month to 
36-month bearer notes at an interest rate higher than 
the bank rate on credit; the notes may contain the gold 
sovereign clause and may have preferential tax treat- 
ment. Such tax treatment and the gold sovereign clause 
may likewise be applied, with the approval of the au- 
thorities, to long-term bonds. Part of the exchenge re- 
serves of the Bank of Greece will be utilized, in the form 
of loans to the Economic Development Financing Organ- 
ization or other agencies, for the payment of imports 
of capital goods. 


Sources: Naftemboriki, Athens, Greece, April 30 and 
May 3, 12, and 15, 1956. 


Middle East 
Egyptian Cotton Exports 


Between September 1, 1955 and May 2, 1956, the first 
eight months of the present cotton season, Egyptian cot- 
ton exports amounted to 5.24 million kantars (55 per 
cent of the total cotton supply at the beginning of the 
season); during the same period in the 1954-55 season, 
exports were 3.63 million kantars (39 per cent of the 
total supply). Consumption of cotton by the domestic 
industry during the present season was 1.31 million 
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kantars (14 per cent of the total supply), compared with 
1.26 million kantars (13 per cent of the total supply) 


during the corresponding period of last season (1 kan- 
tar=99.05 pounds). 


Czechoslovakia continues to be Egypt's best cotton 
customer, taking 710,000 kantars in the first eight months 
of this season; next in importance are India (690,000 
kantars), France (520,000 kantars), Italy (370,000 kan- 
tars), and Japan (330,000 kantars). 


Source: Al Ahram, Cairo, Egypt, May 14, 1956. 


Iran's Oil Exports 


On the basis of an agreement between the Iranian 
Government and the Oil Consortium, the target for Iran’s 
oil production in 1956 is to be increased to 27.5 million 
tons, from 25 million. Actual production in 1955 was 
about 16 million tons. For the Iranian year ended 
March 20, 1956, Iran received the equivalent of about 
US$135 million in foreign exchange from oil operations. 


Source: The Tehran Journal, Tehran, Iran, April 18, 1956. 


Iranian Budget 


Iran’s budgetary expenditure for the year ending 
March 1957 is estimated at Ris 19.7 billion and revenue 
at Rls 15.8 billion. It is expected that U.S. aid will cover 
50 per cent or more of the estimated difference of about 
Ris 4 billion. The remainder might be covered by in- 
creases in customs duties, increases in the prices of cig- 
arettes and sugar, which are government monopolies, 
and more strict administration of tax regulations. 
Sources: Iran Press Bulletin for Trade and Economics, 


Tehran, Iran, April 2 and 23, 1956. 


Far East 
Import of Silver into India 


The Government of India has issued a notification 
increasing the duty on the import of silver bullion, semi- 
processed silver, and silver coin from 4% annas (54 
U.S. cents) per ounce to 8% annas (11 U.S. cents) per 
ounce. With a view to facilitating Indian-Tibetan trade, 
the Government of India has also decided to license freely 
the importation from Tibet of any silver coin which is 
current in the Tibet region of China. 

Source: Government of India, Press Information Bureau, 


Press Release, New Delhi, India, May 3, 1956. 


Monetary Developments in Vietnam 


While Vietnam’s total money supply changed very little 
in 1955—from 16.5 billion piastres at the end of January 
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to 16.7 billion at the end of December—there was a 
change in its composition. Bank deposits increased by 
33 per cent, from 6.9 billion piastres on January 31, 1955 
to 9.3 billion on December 31, 1955, and the note circu- 
lation dropped by 21 per cent, from 9.5 billion piastres 
to 7.5 billion, The decrease in the note circulation was 
pronounced during the last quarter following the ex- 
change of notes among the three Indo-Chinese states, 
Vietnam, Laos, and Cambodia (see this News Survey, 
Vol. VIII, pp. 121, 180, and 210). 

The total amount of gold and foreign exchange held 
by the National Bank of Vietnam increased during the 
year from 2,011 million piastres to 4,560 million, which 
raised the legal cover to the prescribed limit of 33 per 
cent. There was also a decrease in bank credit, from 
2,621 million piastres to 1,622 million. 

Source: Banque Nationale du Vietnam, Bulletin Econo- 
mique, Saigon, Vietnam, March 15, 1956. 


Agricultural Bank of Korea 


The Agricultural Bank of Korea formally began func- 
tioning at its main office in Seoul on May 1, with re- 
sources of 3 billion hwan. One fourth of these resources 
comprised deposits of the Federation of Financial Asso- 
ciations (FFA). All properties of FFA are being trans- 
ferred to the Bank in order to speed the dissolution of 
the Federation. 

Government loans are being processed immediately 
through the Bank to help farmers purchase fertilizer for 
rice transportation. A group of five farmers may receive 
50,000 hwan to be shared equally. The recipients must 
repay the loan within 12 months, with daily interest of 
0.045 per cent. The Bank also plans to handle distribution 
of other government loans to farm families. 

Loans by the Bank to farmers will begin shortly. 
Aimed at encouraging farm production, land reclamation 
and irrigation, establishment of public facilities, and agri- 
cultural extension services, the loans will be extended to 
end-users through agricultural cooperative organizations 
to be formed by farmers. The daily interest rate is 0.054 
per cent, and repayments of loans will be made in periods 
varying from 1 to 15 years. 


Source: The Korean Republic, Seoul, Korea, May 2, 1956. 


Japan-U.K. Trade Agreement 


After reviewing their trade agreement of October 1955 
isee this News Survey, Vol. VIII, p. 145), Japan and the 
United Kingdom signed on April 17 a new agreement 
that retains the trade items included in the earlier agree- 
ment and adds several new items, which will increase 
Japan’s imports by £130,000 and U.K. imports by 
£152,000. In the first half (April-September) of the 
1956-57 fiscal year, Japan will provide £127.5 million 
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in payments for merchandise and invisibles from the 
sterling area. 


Foreign exchange statistics of the Bank of Japan show 
that Japan’s receipts from the sterling area increased from 
£200.3 million in the fiscal year 1954-54 (April 1954 to 
March 1955) to £248.2 million in fiscal 1955-56, and 
payments rose from £129.9 million to £231.6 million. 
Thus the excess receipts of Japan dropped from £70.4 
million in fiscal 1954-55 to £16.6 million in fiscal 1955-56. 
Sources: Nihon Keizai Shimbun, April 18, 1956, and 

Bank of Japan, Fortnightly Letter, May 1, 1956, 
Tokyo, Japan. 


Sale of Philippine Government Corporations 


The Philippine Government has announced that it, will 
sell to private parties all business corporations that it 
owns and those in which it has a controlling interest if 
the purposes for which the corporations were established 
have been achieved. But even if such purposes have not 
been achieved, the corporations will be sold if prospec- 
tive purchasers agree to pursue those objectives. Prices 
and other terms will be settled in negotiation by a com- 
mittee consisting of the Chairman of the National Eco- 
nomic Council, the Auditor General, and the Solicitor 
General. In these sales, priority will be given to Philip- 
pine nationals. 


Sources: Philippine Association, Special Report, April 
1956, and Philippine Newsletter, May 3, 1956, 
New York, N.Y. 


United States 
U.S. Export Subsidy on Cotton Manufactures 


The U.S. Department of Agriculture has announced 
that, effective August 1, it will subsidize exports of cotton 
textiles. Details of the program have not yet been an- 
nounced. The subsidy is designed to compensate U.S. 
textile manufacturers for the advantage that will accrue 
to foreign manufacturers under the raw cotton export 
program which also goes into effect on August 1. Under 
this program, U.S. raw cotton will be sold abroad at 
competitive prices, which will be lower than the U.S. 
domestic price. The Government seems to consider a 
subsidy preferable to the alternative of imposing higher 
tariffs or quotas on Japanese cotton imports as a means 
for assisting the domestic textile industry. 

Source: The Wall Street Journal, New York, N.Y., 
May 22, 1956. 


Revised U.S. Budgel Estimates 


The U.S. Treasury Department and the Budget Bureau 
have recently estimated the budget surplus for the fiscal 
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year ending June 1956 at $1.8 billion, substantially above 
the estimate of $200 million in President Eisenhower's 
budget message to Congress last January (see this News 
Survey, Vol. VIII, p. 221). Prosperous economic condi- 
tions have increased the expected amount of federal 
revenues from $64.5 billion to $67.7 billion, while pro- 
posals for higher spending on the armed services and un 
farm price supports have raised the estimate of expendi- 
tures from $64.3 billion to $65.9 billion. The Adminis- 
tration has recommended that the larger surplus be used 
to reduce the national debt rather than to reduce tax rates. 
Source: The Wall Street Journal, New York, N.Y.., 
May 18, 1956. 


U.S. Plant and Equipment Expenditures 


A survey of business plans by the McGraw-Hill Pub- 
lishing Company indicates that capital expenditures for 
new plant and equipment in the United States in 1956 is 
expected to be $39 billion, 30 per cent above actual ex- 
penditures in 1955. This increase is substantially above 
the 13 per cent rise anticipated by the McGraw-Hill pre- 
liminary survey of last October and the 22 per cent rise 
expected by the U.S. Securities and Exchange Commis- 
sion and the Department of Commerce on March 15, 1956 
(see this News Survey, Vol. VIII, p. 299). The recent 
survey also indicates that businessmen plan to invest larger 
funds during the four years 1956-59 than in any previous 
four-year period. 


Source: The Journal of Commerce, New York, N. Y., 
May 18, 1956. 


Latin America 


Increase of Surcharges on Bolivian Imports 


The surcharges on the c.i.f. value of Bolivian imports, 
which had been increased at the middle of 1955 (see this 
News Survey, Vol. VIII, p. 23), have been raised further. 
In accordance with the provisions of Supreme Resolution 
No. 70417 dated April 3, 1956, the maximum rate of sur- 
charge on certain nonessential and luxury items has been 
raised from 1,500 to 3,000 per cent of their c.i.f. value. 
The new rate displaces the “revertibles” tax on imports, 
i.e., the surcharge on imported merchandise which was 
established in 1953 to counteract the disequilibrium be- 
tween the Bolivian official and free market exchange rates 
on imports purchased with official foreign exchange. 


Items formerly exempt from c.i.f. surcharges and now 
taxed at 100 to 1,000 per cent of their c.i.f. value include 
live sheep and hogs, bags and sacks for various purposes, 
and machinery and equipment for the mining industry. 
Imports subject to the 300 per cent surcharge include 
chalk for schoolwork; those subject to 500 per cent in- 


clude paints and certain hospital equipment; those sub- 
ject to 1,000 per cent include kerosene, gasoline, naptha, 
benzine, and similar distillates, including ethyl gasoline; 
and those subject to the maximum surcharge of 3,000 
per cent include certain nonessential foods, such as caviar 
and champagne. 


Surcharges on imports were originally established in 
Bolivia by Supreme Resolution No. 63689 dated Au- 
gust 31, 1954 and the first increase in rates was put into 
effect by Supreme Resolution No. 66894 of May 24, 1955. 


Source: Department of Commerce, Foreign Commerce 


W eekly, Washington, D. C., May 14, 1956. 


Other Countries 
New Zealand Monetary Measures 


When announcing the sharp reduction of the reserve 
ratios of trading banks last February (see this News 
Survey, Vol. VIII, p. 291), the Reserve Bank of New 
Zealand stated that the measure was a temporary one 
designed to cover the period of heavy income tax pay- 
ments. In line with this statement, two successive increases 
of reserve ratios were announced in April, which raised 
the reserve ratio from 7 per cent of demand liabilities 
to 24 per cent; the reserve ratio for time liabilities re- 
mained unchanged at 3 per cent. 


Increases in various interest rates also were announced 
in April. Interest rates paid on deposits with the Post 
Office and Trustee Savings Banks were increased by 
amounts ranging from '% to | per cent depending on the 
amount in an account; the maximum rates of interest 
paid by building and investment societies, trading com- 
panies, and local authorities on money deposited with 
them were raised; the maximum rate on land mortgages 
and for new issues of preference shares and debentures 
was raised by 14 per cent; and the interest rate on Na- 
tional Savings accounts was increased by '% per cent. 
Sources: Reserve Bank of New Zealand, New Zealand 

News Review, Wellington, New Zealand, April 21 
and May 5, 1956. 
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